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PROCKKDINGS. 



FIEST DAY. 

The Convention was called to order at 11 o'clock A. M., by John 
C. Linehan, President. 

After the reading of the call for the Convention the Secretary 
called the roll of the States, and the following representatives re- 
sponded: 

Connecticut — B. Mansfield, Commissioner; J. H. Sprague, 
Deputy. 

Illinois— B. K. Durfee, Superintendent; J. J. Brinkerhoff, Act- 
uary. 

Indiana — G. W. Duke, Chief Clerk. 

Kansas — S. H. Snider, Superintendent. 

Maine — J. O. Smith, Commissioner; W. D. Whiting, Actuary. 

Maryland — Thos. P. Townsend. 

Massachusetts — Geo. S. Merrill, Commissioner; W. S. Smith, 
Deputy. 

Michigan — T. F. Giddings, Commissioner. 

Minnesota — C. H. Smith, Commissioner. 

Missom'i — A. F. Harvey, Actuary. • 

Montana — A. B. Cook, Superintendent. 

New Hampshire— J. C. Linehan, Commissioner. 

New York — James F. Pierce, Superintendent; Isaac Vander- 
POEL, Chief Clerk. 

Ohio -W. M. Hahn, Superintendent. 

Pennsfjlvania-^GEO. B. Luper, Commissioner; S. W. McCul- 
lOUGH, Chief Clerk. 

Rhode Island — Wm. H. Brines. 
Wisconsin — W. M. KooT, Commissioner. 



4 PROCEEDINGS. 

The President: It gives me great pleasure to present to you 
the Honorable Insurance Superintendent, Mr. B. K. Durfee, of Illinois. 

Mr. Durfee addressed the meeting as follows: 

Gentlemen of the Convention: It gives me pleasure to welcome 
you on behalf of the Governor of this State, to the great city of 
Chicago, for the purposes for which you meet in convention. I de- 
sire to say that Governor Altgeld had fully intended to be present, 
and he regrets very deeply his inability to meet you and welcome 
you to this State. He wishes me, however, to assure you that he is 
heartily in sympathy with the interests of sound underwriting, and 
desires to do whatever he can towards promoting the interests that 
you have in charge. I desire to say on my own behalf that I am, 
perhaps, one of the youngest among you. I have much to learn, and 
I hope to sit as a disciple at your feet and be able to learn the 
duties of the department, so that they may be administered in this State 
as ably as they are by you gentlemen in the other States. Again I 
desire to greet you on behalf of the State of Illinois, and to assure 
you on behalf of the Governor of your welcome. (Applause). 

The President: It is my pleasant duty, now that you have 
listened to the youngest member of the convention, to present to you 
the oldest, perhaps in years, but not otherwise. Commissioner Mer- 
rill, of Massachusetts, to respond to the words of welcome so cor- 
dially expressed by Mr. Durfee. 

Mr. Merrill: Mr. President and gentlemen, I had thought 
that possibly through the absence of the Commissioner from Maine, 
I might stand here to-day as the Dean of the Insurance Commis- 
sioners' Convention, but my friend Smith, for the first time since I 
have had the pleasure of being with the Insurance Commissioners' Con- 
vention, has dropped in upon us, and the duty ought to have devolved 
upon him of saying a word in response to the kindly welcome which 
has come to us from the State of Illinois. 

I am sure that the Commissioners who meet here this morn- 
ing accept cordially the kind greetings of the Governor of Illinois. 
I think we appreciate and understand in a degree the breadth and 
extent of the responsibility which devolves upon us in charge of the 
insurance departments of the various States. Certainly to-day no 
other single interest comes so closely to the homes and hearthstones 
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of our land. No other interest involves so great responsibilities as 
that of attempting ia a degree, under the, laws of the various States, 
the supervising of this great interest — the vastest to-day in our coun- 
try—of Fire and Life Insurance, involving as it does, so many thous- 
ands of millions of dollars, and involving as it does, that protection 
which comes from fire insurance, without which no man to-day could 
do business in this country of ours. But more than that, it involves 
in its life insurance department those interests which come to every 
home and family which are for the widow and orphan. I think 
the Commissioners of the department realize the extent and weight 
of the responsibility which rests upon them. If we came together 
only for no other purpose than to look into each other's faces and 
to clasp each other by the hand and become better acquainted, so 
that we might know in a manner, the men with whom we are deal- 
ing in our correspondence upon these great interests, our insurnnce 
conventions would be well worth the cost of time and the ei?pense of 
holding them. But in other departments, in the matter of uniform 
blanks and uniform statements, and of the effort to rid the insurance 
companies from what did happen in days of old, of injustice and 
expenditure in some directions, I believe that the work which this 
Convention of Insurance Commissioners has to do from year to year 
is second only in importance to the great official duties which devolve 
upon the legislatures of the nation itself. It is for us to endeavor to say 
that first of all primarily the administrations of the several departments 
shall be absolutely without question as to their integrity, and that 
we will strive so for as within us lies to see to it that the great 
interests that are confided to our charge are administered honestly and 
fairly, always in the interest of the people and yet without prejudice 
to the great feorporations whose millions involve the interests of the 
homes and the hearthstones of our land. I am sure we cordially re- 
ciprocate the kindly words which, through the Insurance Commis- 
sioners of Illinois come to us from the chief executive, and we will 
deavor, at least so far as the public is concerned, while we remain 
in the great, thriving, throbbing, bustling, busy city of the west — 
the city destined, I believe, to be the city of this continent of ours 
— we will endeavor so to conduct ourselves that the executive of the 
State of Illinois shall have no reason to regret the kindly words with 
which he has welcomed us through the Insurance Commissioner. 
(Applause). 
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8 * PROCEEDINGS. 

setts, has accomplished that desirable result, I am proud also to say 
that so far as the States are concerned New Hampshire has led the 
van in the enactment of laws and in beginning the good work, so that 
to-day I believe there is not in all New England an endowment com- 
pany legally or illegally doing business. They are wiped out com- 
pletely, and they are now going where we send most of our tramps 
— to the far West, where they will remain, I hope, never to return. 

Mr. a. F. Harvey: May I make an allusion to that last remark 
of yours, Mr. President? 

The President: I believe you are not the extreme West, Mr. 
Harvey; you are an eastern man now. 

Mr. Harvey: Just far enough west of the Mississippi so that 
the tramps, which they thought they had drowned in New England, 
bobbed up serenely in this State, and the mistaken eflfort which the 
Legislature made to squelch them, by requiring a deposit of one 
hundred thousand dollars from each of them, has failed, because 
those which we thought would be squelched by the requirement, have 
put up the money and are now tramping over the State like the wild 
cats out of the woods. 

The President: Has any member of the Convention any papers 
to present or any resolutions? If they have, they will now be in 
order. 

Mr. Harvey: I would like to hear the list of Standing Com- 
mittees read, so that the vacancies may be filled if the members are 
not present. 

The Secretary read the list as printed in the proceedings for 1892. 

Mr. Merrill: To give the President an opportunity to fill the 
vacancies, I move we take a recess for fifteen minutes. 

The motion prevailed, and after a short recess the Secretary read 
the following names of members composing the Standing Committees, 
the vacancies having been filled by the President: 

Standing Committees. 

Miscellaneous. 
J. O. Smith, Maine. Thos. P. Townsend, Maryland. 

C. H. Smith, Minnesota. Wm. H. Brines, Rhode Island. 

A. B. CooK, Montana. 
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Una u thorizec I In surance, 

B. K. DuRFEE, Illinois. A. F. Harvey, Missouri. . 

L. H. Snider, Kansas. Geo. S. Merrill, Massachusetts. 

T. F. GiDDiNGs, Michigan. 

Bates of MoiHality and Interest, 

Geo. p. Luper, Pennsylvania. W. S. Smith, Massachusetts. 

A. F. Harvey, Missouri. W. D. Whiting, Maine. 

J. H. Sprague, Connecticut. 

Assets of Insurance Companies. 

B. Mansfield, Connecticut. W. M. Hahn, Ohio. 
J. O. Smith, Maine. G. W. Duke, Indiana. 

C. H. Smith, Minnesota. 

Laivs and Leyislcftion. 

Geo. S. Merrill, Massachusetts. Isaac Vanderpoel, New York. 
J. J. Brinkerhoff, Illinois. Thos. P. Townsend, Maryland. 

John C. Linehan, New Hampshire. 

Blanks. 

W. S. Smith, Massachusetts. J. J. Brinkerhoff, Illinois. 

A. F. Harvey, Missouri. S. W. McCullough, Pennsylvania. 

S. H. Snider, Kansas. 

Place of Meeting and Officers, 1894. 

Isaac Vanderpoel, New York. G. S. Merrill, Massachusetts. 
W. M. Hahn, Ohio. A. B. Cook, Montana. 

Mr. Merrill: I suppose it will be desirable to give the com- 
mittees time to prepare their reports. Many of the gentlemen are 
new members, who are appointed because of the absence of some of 
the usual members. These gentlemen will desire an opportunity to 



10 PROCEEDINGS. 

examine the matters before them, and we may just as well take an 
adjournment until to-morrow and let the committees have this after- 
noon and evening to prepare any reports they may desire to submit. 
I therefore move that the Convention adjourn until 10 o'clock to- 
morrow morning. 

Mr. Luper: Permit me to inquire before you adjourn in ref- 
erence to the Committee on Limitation of Life Business. As I un- 
derstand, there are only two or three of the original members of 
that committee left. 

The President: It is only the Standing Committees where we 
have been filling vacancies. I would like to say to the members of 
the Convention that during the past year changes have occurred in 
the Illinois Department, and some of the vacancies that have been 
filled in the committees were sent to Mr. Hubbard, who was Secre- 
tary for a while. I think there were two or three months of "Now 
it is my turn and now it is yours," and so some of the records have 
been lost. I will state that a very important committee was appointed 
seven or eight years ago to revise the constitution. I think it would 
be well for the chairman of that committee to get the members of 
the committee together and, remain here in the banqueting room 
while the rest of us go to the Fair. Major Merrill is chairman of 
that committee. 

Mr. Merrill: I will notify the members of the committee that 
there will be a meeting immediately after the adjournment of this 
session. 

The chairmen of the Committees on Rates of Mortality and In- 
terest and on Unauthorized Insurance announced that meetings of 
these committees would be held in the hall immediately after the 
adjournment. 

On motion of Mr. Merrill, the Convention adjourned until 10 
o'clock A. M., September 13. 
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SECOND DAT. 

At 10 o'clock A. M., the President called the Convention to order. 

Upon the calling of the roll, in addition to the delegates present 
yesterday, William Root of Wisconsin, responded for that State. 

Mr. Vandekpoel: The committee appointed at the last Conven- 
tion, to report upon Mr. Packler's paper, are now ready to submit 
their report: 

The report was read, as follows: 

Chicago, September 12, 1898. 

To the National Insurance Convention 

of State Insurance Commissioners: 

The committee to which was referred the paper read before the 
last Insurance Convention by Mr. D. P. Fackler, entitled "Limita- 
tion of the Business of Life Insurance Companies," has the honor to 
report as follows: 

The committee convened in the city of New York in December 
of last year, and discussed the question embodied in the title of 
Mr. Packler's paper at considerable length. No definite conclusion 
regarding the same was reached at the meeting. A resolution was 
adopted to the following effect: 

Resolved, That such life insurance companies as are doing busi- 
ness generally throughout the United States, be communicated with 
by the President and Secretary of the Committee, calling their atten- 
tion to Mr. Fackler's paper, and requesting their opinions as to 
whether, in their judgment, the danger referred to therein, resulting 
from unwieldy size in the accumulation of assets beyond the limit 
placed thereon by Mr. Fackler, in fact exists, and if so, whether the 
remedy suggested meets with their approval; and if not, that their 
suggestions be given to the committee looking to remedial measures 
which shall be deemed more efficacious, and will tend to check exces- 
sive competition. All communications to be considered confidential 
and private. 
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In pursuance of this resolution, the life insurance companies 
doing business generally throughout the United States, were com- 
municated with, and about half of them favored the committee with 
their views in connection with the paper in question. No replies 
were received from the three largest life insurance companies dcing 
business generally throughout the United States. None of the respon- 
ses indicated an approval of the remedial measures suggested by 
Mr. Fackler. Several questioned the existence of the alleged evil 
pointed out by him. The following quotations from the letters of 
the presidents of three of the companies communicated with are- 
more or less in accordance with the views contained in all the let- 
ters received: 

(1.) "I believe that any such interference as that proposed, 
with the business of Life Insurance would be injudicious — if the 
Legislature has the power to do so. When the Legislature provides 
that every company shall be fortified by an adequate reserve from 
approved securities, it cannot go any further without doing more 
harm than good to the general public." 

(2.) "I cordially agree with Mr. Fackler in the objects which 
he has in view, but I am afraid the course which he suggests will 
not fully secure them. In my judgment the evils which have crept 
into the business can be more effectually cured by improving the 
system rather than by merely attempting to check the growth of 
assets. The one course is natural, the other artificial." 

(3.) "You desire my opinion as to whether the danger referred 
to by Mr. Fackler, resulting from the unwieldy size of Life Insur- 
ance Companies in the accumulation of assets, in fact exists. Mr. 
Fackler seems to apprehend certain dangerous possibilities resulting 
from the great size certain insurance companies are assuming, and 
he says, *It is easy to imagine very startling possibilities when our 
Life Insurance Companies shall attain their probable future size.' I 
think the dangers he has in mind are more imaginary than real, 
and that it would be difiicult to frame a law for the purpose indi- 
cated by him, that would not be open to the most serious practical 
objections." 

It is the opinion of your committee that interference by legis- 
lation of the character suggested by Mr. Fackler is not such as they 
would care to report favorably to this Convention. To initiate leg- 
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islation in the direction proposed would be practically an impossi- 
bility. While this may be no argument against the propriety of en- 
deavoring to pass laws in the various States that would prohibit 
Companies from soliciting new business where their assets had 
reached the sum of $200,000,000, yet it is the belief of your commit- 
tee that this Convention, through its Commissioners, could not with 
propriety suggest the enactment of statutes undertaking to deal with 
the question treated of in Mr. Fackler's paper in the manner he sug- 
gests for the correction of the alleged evil to which he refers. 

Your committee therefore beg to be discharged from the further 
consideration of this subject, for the reason that it is, in our opinion, 
impossible for the Insurance Commissioners of the various States to 
handle effectively — through legislation in their respective States — 
the limitation of the business of Life Insurance Companies. 

Respectfully submitted, 

George B. Luper, 

G. S. Merrill, 

Isaac Vanderpoel. 

The President: You have heard the report of the committee 
of which Mr. Vanderpoel is chairman; what action will you take 
upon it? 

- Mr. Duke: I move that the report be received and the com- 
mittee discharged. 

The motion was seconded by Mr. Merrill, of Massachusetts, and 
prevailed. 

Mr. Harvey: I think that all members of the Convention are 
about agreed that Mr. Fackler's proposition, that the business of the 
companies should be limited somewhere, is a sound one, but at the 
same time they cannot point to any individual who can suggest any 
feasible manner of carrying out the proposition; and for the pur- 
pose of disposing of the matter and relieving the Convention of the 
fiirther consideration of the subject, I move that the report be 
adopted. 

The motion was seconded by Mr. Merrill, of Massachusetts. 
Carried. 
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The President: It gives me great pleasure to present to you 
the Honorable Insurance Superintendent, Mr. B. K. Durfee, of Illinois. 

Mr. Durfee addressed the meeting as follows: 

Gentlemen of the Convention: It gives me pleasure to welcome 
you on behalf of the Governor of this State, to the great city of 
Chicago, for the purposes for which you meet in convention. I de- 
sire to say that Governor Altgeld had fully intended to be present, 
and he regrets very deeply his inability to meet you and welcome 
you to this State. He wishes me, however, to assure you that he is 
heartily in sympathy with the interests of sound underwriting, and 
desires to do whatever he can towards promoting the interests that 
you have in charge. I desire to say on my own behalf that I am, 
perhaps, one of the youngest among you. I have much to learn, and 
I hope to sit as a disciple at your feet and be able to learn the 
duties of the department, so that they may be administered in this State 
as ably as they are by you gentlemen in the other States. Again I 
desire to greet you on behalf of the State of Illinois, and to assure 
you on behalf of the Governor of your welcome. (Applause). 

The President: It is ray pleasant duty, now that you have 
listened to the youngest member of the convention, to present to you 
the oldest, perhaps in years, but not otherwise. Commissioner Mer- 
rill, of Massachusetts, to respond to the words of welcome so cor- 
dially expressed by Mr. Durfee. 

Mr. Merrill: Mr. President and gentlemen, I had thought 
that possibly through the absence of the Commissioner from Maine, 
I might stand here to-day as the Dean of the Insurance Commis- 
sioners' Convention, but my friend Smith, for the first time since I 
have had the pleasure of being with the Insurance Commissioners' Con- 
vention, has dropped in upon us, and the duty ought to have devolved 
upon him of saying a word in response to the kindly welcome which 
has come to us from the State of Illinois. 

I am sure that the Commissioners who meet here this morn- 
ing accept cordially the kind greetings of the Governor of Illinois. 
I think we appreciate and understand in a degree the breadth and 
extent of the responsibility which devolves upon us in charge of the 
insurance departments of the various States. Certainly to-day no 
other single interest comes so closely to the homes and hearthstones 
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of our land. No other interest involves so great responsibilities as 
that of attempting ia a degree, under the. laws of the various States, 
the supervising of this great interest — the vastest to-day in our coun- 
try—of Fire and Life Insurance, involving as it does, so many thous- 
ands of millions of dollars, and involving as it does, that protection 
which comes from fire insurance, without which no man to-day could 
do business in this country of ours. But more than that, it involves 
in its life insurance department those interests which come to every 
home and family which are for the widow and orphan. I think 
the Commissioners of the department realize the extent and weight 
of the responsibility which rests upon them. If we came together 
only for no other purpose than to look into each other's faces and 
to clasp each other by the hand and become better acquainted, so 
that we might know in a manner, the men with whom we are deal- 
ing in our correspondence upon these great interest?, our insurance 
conventions would be well worth the cost of time and the eicpense of 
holding them. But in other departments, in the matter of uniform 
blanks and uniform statements, and of the effort to rid the insurance 
companies from what did happen in days of old, of injustice and 
expenditure in some directions, I believe that the work which this 
Convention of Insurance Commissioners has to do from year to year 
is second only in importance to the great official duties which devolve 
upon the legislatures of the nation itself. It is for us to endeavor to say 
that first of all primarily the administrations of the several departments 
shall be absolutely without question as to their integrity, and that 
we will strive so for as within us lies to see to it that the gi*eat 
interests that are confided to our charge are administered honestly and 
fairly, always in the interest of the people and yet without prejudice 
to the great Corporations whose millions involve the interests of the 
homes and the hearthstones of our land. I am sure we cordially re- 
ciprocate the kindly words which, through the Insurance Commis- 
sioners of Illinois come to us from the chief executive, and we will 
deavor, at least so far as the public is concerned, while we remain 
in the great, thriving, throbbing, bustling, busy city of the west — 
the city destined, I believe, to be the city of this continent of ours 
— we will endeavor so to conduct ourselves that the executive of the 
State of Illinois shall have no reason to regret the kindly words with 
which he has welcomed us through the Insurance Commissioner. 
(Applause). 
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will be reached much earlier thaa in the Western aud Southern 
, States. It is therefore reasonable and conservative to expect our 
Eastern population to reach a similar point of saturation as that of 
England, Germany and France to-day, in about thirty years, and 
we should be prepared to encounter a 3 per cent. (4 per cent, 
gross) rate of interest within this period. 

We suggest a difference of 1 per cent, between the net rate (a) 
and the gi'oss rate for interest. This is upon the assumption that 
the cost of handling investments (c) and the risk of losing the 
principal (b) are equal to 1 per cent, calculated on the principal. 
We reach this result from an examination of Savings Bank, Trust 
Company and Insurance statistics. The figures vary a good deal 
according to the class of investments. For instance, the cost of 
handling stocks and bonds is less than ^ per cent., but the risk of 
loss, especially in the former, is nearly 1 per cent. The cost of 
handling mortgages is greater than ^ per cent., when the chance of 
foreclosure is considered — and the loss of principal and interest 
when the low rates of rents obtainable on real estate while holding 
for a market is taken into account, after deducting taxes, and re- 
pairs, and occasional defects of title, is greater as a whole than 1 
per cent. Real estate purchased outright for office and agency pur- 
poses is generally expensive to handle and net rents are low, but 
there is some gain in the average on the principal from increased 
value of property. Premium loans and loans on collateral not only 
yield the best rate of interest, but cost little to handle and involve 
little risk — especially the former. As a \yhole, taking the usual 
proportions in which Life Insurance investments are made, 1 per 
cent, on the principal for cost of handling and risk, is a conserva- 
tively fair estimate, taken over a term of years which embraces both 
inflation and depression periods. Therefore the present 5 per cent, 
gross interests, dividends and rents received, only nets 4 per cent, 
gain; and the 4 per cent, gross rate which may be expected to pre- 
, vail in the Eastern and Middle States, thirty year hence, would 
only yield about 3 per cent, net interest. 

The immediate question is how to adjust the reserves so as to 
meet this decline. The present large volume of business upon the 
companies' books is based on premiums and reserves calculated upon 
the assumption that 4 per cent, net interest will be obtained from 
the date premiums are due during the continuance of these con- 
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tracts, some of which will be outstanding for more than fifty years. 
If this business be put upon a 3 per cent, net basis, the margin left in 
the office premium is hardly sufficient to pay current expenses and 
make a respectable dividend. It is wholly insufficient on non-partic- 
ipating business. Likewise, the immediate increase in reserve needed 
for the change would more than wipe out the surplus of some com- 
panies. A change to a 3J per cent, net basis might be at once made 
without too seriously impairing the margins and surpluses of the 
companies, and another drop be made again in fifteen years to a 3 
per cent, net basis. The objection to. this is that it creates twice as 
much disturbance of business and calculation of standards, and involves 
a double amount of legislation with Jess chance of concurrent action 
by the several States — a most important consideration in any funda- 
mental change. 

It would seem best, and such appears to be the majority opin- 
ion of the companies themselves, to let the old business stand upon 
its 4 per cent, basis until it runs off the books by death maturity 
and lapse, and to put the new business only upon the lower rate of 
interest. If the new business is thus put upon a 3 per cent, net 
basis it would gain on an average one-half per cent, daring the 
thirty years through which the rate was falling from 4 to 3 per cent, 
and thus act as a set-off to the corresponding loss of one-half on the 
old business during this period. 

At the end of this thirty years the old business will have nearly 
disappeared, and practically all of the business will be upon a 3 per 
cent, standard, without having disturbed the original basis upon 
which the policy contracts were calculated. It may be objected that 
to use the interest gains on new business in order to make good the 
interest loss on old, is inequitable between members. This is not 
a question for State departments to consider, but a matter of internal 
adjustment by the companies in making up dividends, according- to 
contribution among members. Much of this difficulty can be cured 
by charging old members for loss on interest against their mortality 
and margin gains, besides the present surplus (which belongs to old 
members) may be used as far it will go as an off-set. It should 
be likewise borne in mind that new business is scarcely ever charged 
with its due proportion of initial cost, and a slight contribution from 
its interest gains to the older members, who share their greater ex- 
pense, would not be unjust. 
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The matter of a new mortality table was likewise referred to 
your committee. Those in use for State standards are deficient in 
several particulars. They are above the present and prospective 
rate of American mortality for the insuring classes, and omit to 
give any figures for ages below 10, now in demand for industrial 
insurance. Again, by reason of heavy lapsing at old ages and the 
few lives under, observation, these tables terminate too early and 
are defective for computing annuities, a class of business rapidly 
increasing and constituting the chief use of the tables at advanced 
ages. The two tables which avoid these defects and most recom- 
mend themselves for use, are those known as Farr's Healthy Dis- 
tricts for Males and the Hm table as graded and extended by the 
Institute of Actuaries from birth to 102 in its Text Book, part 2. 
Either of these tables is well calculated to answer the purpose and 
offers a distinct improvement upon the Combined Experience 
(seventeen offices) or the American table (Homan's) now in use 
for State Department purposes. Our preference, however, is for 
Dr. Farr's table, as it more nearly approximates the latest American 
experience (Meech) and is entirely free from the effects of either 
medical, lapsing or other artificial selection. 

Some comments have been made upon using gross premiums' 
valuations, instead of net or some modification thereof, in adopting 
a future system. So long as many contracts, such as tontine and 
ten payment whole life, guarantee surrender values equal to the 
full net reserve; and so long as nearly all contracts, either by ex- 
press terms or through the operation of non-forfeiture laws require 
the companies, upon surrender, to give values equal to the full net 
reserve, less an amount which only slightly, if it at all, exceeds the 
loss by withdrawal, it would seem wholly impracticable to abandon 
the system of net premium valuations. 

In conclusion we would offer the following recommendations: 

That new business written on and after January 1, 1S96, be 
valued upon Dr. Farr's table of mortality for males derived from 
Healthy Districts, with interest at 3 per cent. That the valuation 
be made upon the net premium method. 

EespectfuUy submitted, 

Geo. B. Luper, 
Joseph H. Sprague, 
Wm. D. Whiting. 
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The following report of the minority of this Committee was 
submitted by Mr. Harvey: 

Minority Report — Committee on Rates of Interest and 

Mortality. 

A. F. Harvey and W. S. Smith dissent fiom the recommenda- 
tion of the report that the interest rate for premiums and reserves 
be reduced from the present standard. The report itself states that 
the decline from present rates of interest need not be expected to 
reach 4 per cent, within the next thirty years, and is therefore its 
own best authority that no present change is called for. While 
admitting that the reserve will continue to earn 4 per cent, for the 
next generation, the report claims that the reserve basis should be 
reduced to 3 per cent, in order to allow a margin of 1 per cent, for 
expenses and losses upon investments — entirely ignoring the fact 
that these charges are specially provided for by the loading on the 
premiums, and the surplus, so that there is no need at any time of 
taking any portion of the interest on the reserves for these pur- 
poses. The analogy does not hold to the affairs of savings banks and 
trust companies, where no separate provision is made for expenses 
and losses, and where these charges have to be met by interest 
earnings. ' 

We also dissent from the recommendation of the Farr or the 
Institute Hm table of mortality, because its adoption would commit the 
Convention to the absurdity of passing by a distinctively American 
table (Meech), constructed upon American insured lives, the very 
things the companies deal in, to take up Farr, which confessedly 
does not represent insured lives at all, or the Institute Hiw, which 
the Institute people themselves admit to be so faulty as to need 
thorough revision. The fact that either of these tables extends the 
experience from age ten back to birth adds no advantage, as a simi- 
lar extension to the table now in use was constructed a few years 
s-go by Messrs. Whitting & Fackle, and adopted by this Convention. 
Tne further fact that the experience is also carried beyond the age 
limit of 99 years of table in present use, and would therefore be 
useful in computing annuities on centenarians, is of too little con- 
sequence to justify discussion. 

Rather than suggest now any change of table of mortality, we 
prefer to recommend that the Chamber of Life Insurance, or the 
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Actuarial Society of America shall, if possible, arrange with the 
companies to bring their experience — supplement Mr. Meech's work — 
to the present time, so that we can base a future standard of valu- 
ation for American companies upon American data. 

On motion of Mr. Harvey, seconded by Mr. Luper, both reports 
were received and the Committee discharged. 

Mr. Whiting: The reason why both sides ask that the two 
reports be accepted and that neither of them be adopted, is, that the 
present constitution of this body is such that a large number of the 
Commissioners have not long occupied their position and have not, 
perhaps, had an opportunity to thoroughly familiarize themselves 
with the subject of which these two reports treat. At the meeting 
a year ago a report was made containing a good deal of informa- 
tion, including letters received from the various companies whose 
opinions were solicited regarding this matter of interest, and,. as 
those gentlemen, many of them, were not members a year ago, and have 
had no opportunity to read over the previous reports, we thought it 
would be rather unjust to both sides to undertake to discuss in a 
few minutes reports which have been under consideration by the 
Committee for two years. I think it would be much better if the mat- 
ter should lie in the position which is moved, of acceptance merely 
until another year, when, of course, if it is the pleasure of the Con- 
vention, both reports may be taken up for discussion. 

On motion of Mr. Sprague,* duly seconded, further consideration 
of the report was postponed until the next Annual Convention. 

Mr. Merrill: On behalf of the special committee in regard to 
the constitution, I will say that we are unable to find the revised 
constitution in any form on the records of the Association. I find 
the original constitution in the printed records, and supposed that 
if we had access to the various books of the Secretary we would be 
able to find it in its revised form. I found, upon looking over it 
to-day, that it apparently does not exist in any form. Otherwise I 
would have copied the old constitution and suggested some changes 
in it, and presented it to the Convention for readoption. Where the 
revised constitution is, no one has been able to discover. If the 
Convention desire, I will agree verbally at the next session to sug- 
gest a constitution for adoption. 
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The President: If there is no objection we will add one more 
year to the seven years that Major Merrill has had already, on con- 
dition that Mr. Smith receive the reports next year. 

Is the committee on the selection of officers and the next place of 
meeting ready to report? 

Mr. Harvey: It is suggested that the Committee on Unautho- 
ized Insurance be heard from. 

The President: Is that Committee ready to report? 

Mr. Durfee: I will hand the report to the Secretary of the 
Convention and ask him to be so kind as to read it. 

The report recommends legislative action by the Legislatures of 
the different States. There may be some little tautology in the 
report, which I hope the Convention will excuse. 

The Secretary read the report, as follows: 

Report of Committee on Underground Insurance. 

Committee on Underground Insurance respectfully report recom- 
mending legislation to the following effect: 

That insurance companies not licensed to transact business in 
this State and issuing policies on contracts of insurance of any kind 
upon property located in. this State, or to any person or persons, 
corporations or partnerships, limited or unlimited, residents of this 
State, shall be considered in tresspass upon the body politic of this 
State, and all such contracts or policies of insurance shall be void 
and of no effect, and no action shall lie thereon in any court of this 
State. Provided, however, that if any person or personp, corpora- 
tions or co-partnerships shall file with the Insurance Department of 
this State their affidavit stating that after bona fide and diligent 
effort they have been unable to secure sufficient insurance in com- 
panies licensed to do business in this State, and shall file with said 
Department a list of such companies in which they desire to secure 
insurance, and shall further furnish the Insurance Department with 
a list of the companies to which they have applied, all verified by 
affidavit giving the name of the company, the amount of the insur- 
ance desired, the amount of premiums and the location of the 
property or the name of the person, and shall pay the amount of 
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5 per cent, of the premium for such insurance to the Department, 
they may effect such additional insurance in unlicensed companies 
without being subject to the disability and penalty above described. 

Mr. Durfee: I would like to say, Mr. President, that the Com- 
mittee met with this difficulty. In the larger cities there are firms 
who find it almost impossible — I might say impossible— to secure a 
sufficient line of insurance in licensed companies. I have in my 
mind one firm in the city of Chicago who keeps a man on the con- 
tinent endeavoring to secure sufficient insurance to fill their lines. 
I presume that there are a dozen firms in this city that meet with 
the same trouble, and it is not deemed advisable to suggest any 
enactment that would be in the line of restriction of commerce or 
of trade. The matter of dealing with unauthorized insurance is a 
very complicated and difficult one. While this may not accomplish 
the results that we hope, still at the same time the Committee, or 
a majority of them, felt that it was in a right direction, and I will 
say that the Committee, with the exception of one, were unanimous 
in making this report. 

The President: Gentlemen, what will you do with the report 
of the Committee on Unauthorized Insurance? 

Mr. Sprague: There is one point that does* not seem to be 
brought out in the report, and that is in regard to the provision 
for procuring this insurance. It does not provide that the persons 
who act as agents in procuring this insurance, shall, in addition to 
furnishing insurance, obtain the approval of the Insurance Commis- 
sioners to that list, and I simply suggest whether it would not be 
wise to incorporate a provision of that kind. 

Mr. Durfee: That suggestion will be accepted. I think I can 
speak on behalf of the Committee. 

Mr. Sprague: I merely threw out the suggestion to see if it 
met with the approval of the Convention, and if so, to amend it in 
that respect. 

Mr. Durfee: I think that is the law in Massachusetts and 
New York. 

Mr. Sprague: The object would be to obtain the approval of 
the Commissioners so that if well-known wild cat companies should 
offer, they might be disapproved. 
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The President: I thiuk that is provided for, Mr. Sprague, in' 
the proposition that the list of companies shall be submitted to the 
Superintendent for his approval. 

Mr. Sprague: I did not understand that it was to be submit- 
ted for approval. 

The President: It provides that they shall furnish the Insur- 
ance Department with a list of the companies to which they have 
applied and also a list of the companies that they proposed to the 
Department io. effect insurance in. That would cov» r your sugges- 
tion, wouldn't it? 

■ 

Mr. Sprague: Yes, sir. 

The President: What action will you take on the report of 
the Committee on Unauthorized Insurance? 

Mr. Hahn: In my opinion this is the most important thing 
before this Convention — the transaction of business by companies not 
authorized to do business in the various States. I believe it is the 
duty of this Convention to see to it that the companies that are 
authorized to do business, that pay their honest losses and their 
taxes in the different States, that we, as Commissioners, ought in 
this meeting to devise some plan whereby this underground insurauce 
can be stamped out. In Ohio we have what is called "Old Charier 
Companies." The Supreme Court of Ohio has decided that these 
companies, in order to do business, must comply with the rules, and 
that they must report to the Ohio Department. I believe it is safe 
to say to-day that not one of these old companies issues a policy 
within the boundaries of our State. But notwithstanding this fact 
they carry on an immense insurance business. I think I am safe in 
saying that the Eclipse Insurance Company, one of the old charter 
companies, transacts a business of $100,000 in premium per year, with 
not a dollar of capital, with not a stockholder in Ohio, and with not 
an officer of the company in that State. They transact it in some 
of the States through brokerage firms — in some of the eastern 
States as well as in some of the western States. This Convention 
ought to make some recommendation to the various Legislatures of 
the different States. I do not believe that a firm of brokers ought 
to be allowed to issue these policies and send them broadcast over 
the countiy. I know that you will find it difficult to reach the^e 



24 PROCEEDINGS. 

men. I have been trying from the second day of June, and I have 
closed up in that time three or four of the companies. You gen- 
tlemen know how this business is conducted. They have not a dol- 
lar of assets. Their policies are not worth the paper they are 
written on. In order to reach this class of men, we must have 
legislation in the States that they transact their business in. In 
some of the States they locate their offices, and the statute is not 
broad enough to arrest those brokers, from the fact that they do 
not issue a policy in the State that they do their business in. For 
instance, a broker in Chicago, or in New York, or in St. Louis, is 
agent of the Eclipse Insurance Company of Cleveland. I doubt if 
you will find a policy issued in St. Louis, but you will find them in 
Chicago sent from St. Louis and vice versa. You will find them 
issued in Chicago and sent to St. Louis, simply to evade the law. 
As I have stated, I believe, gentlemen, that this is the most impor- 
tant subject before this meeting, and while I am a new member, I 
have come here for the express purpose of assisting you gentlemen 
in formulating some plan or making some recommendation to the 
different Legislatures, so that we may at once get rid of this class 
of companies. I believe we can do it if we all act in unison. 

Mr. Harvey: I am sorry to observe so much silence on this 
question. I think, with Mr. Hahn, it is the most important thing 
that is before this body. I think that this Convention in this ses- 
sion ought not to adjourn without the adoption of that recommenda- 
tion, or something very similar to it. You will observe, gentlemen, 
that the report practically covers two points. It will reach under- 
ground insurance where it is carried on beyond the immediate neigh- 
borhood of the Insurance Department. The country victim wants to 
be protected — the man who is away from the town, away from large 
cities, out in the backwoods, where the tramp agent comes, offers 
his goods for sale, and the man wants insurance. He can give him 
a policy, write it up on the spot, at a less rate than is offered by 
regular companies. The victim frequently takes the policy. That 
ends it. Now, my recollection is that there are few, if any, of the 
States that have any declaration on this kind of insurance. By 
indirection a way is pointed out for a person to secure attention in 
the courts, in case of the resistance to payment of loss under a 
policy by an unauthorized company; but there is no declaration 
which will give the people the understanding that a policy written 
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in any unauthorized company is absolutely void, and that he has no 
remedy in his own State. He has got to go to the State where the 
company has domiciled, and if he can find the company and find 
some assets, then perhaps he may have a remedy. The first part of 
the report covers that. The second part covers the cases which are 
pointed out here by the gentleman, and it is a necessary thing, 
which must be done. In Boston the failure or inability to obtain 
insurance in authorized companies prevailed for a long time, until 
the Massachusetts Legislature arranged the matter for procuring 
policies in outside companies. New York followed. I think there 
are only two States which have the provision which is recommended. 
We need it in St. Louis. It is needed here in Chicago. It is 
needed in Cincinnati. In fact, it is needed in all the large cities. 
There is a case which came under our notice last week, which will 
serve as an illustration. A party living in the backwoods in Mis- 
souii lost his liouse. The policy had run nearly a year. Only 
about a week before expiration there was a total loss. He writes to 
the company. The company informs him that the daily report had 
been received, the entry had been made; but that the agent located 
in Chicago had neglected to furnish any money, therefore that the 
contract had been cancelled. The agents were written to and they 
expressed their regret; .that by a little inadvertanco they had failed 
to transmit to the company the money. They did not know that 
anything could be done. They were very sorry. These men are 
writing policies in Wisconsin, in Arkansas, in Missouri, in Kansas, 
in Iowa and Indiana, and I think there are some in Ohio. They are 
all around the west except right here in the State of Illinois. Here 
they are verv careful not to let a scratch of their pens get out so that 
Commissioner Durfee can get after them. Whether a report of the 
Committee is going to reach them or not I cannot now say; but this 
report is in the direction of doing something, and if the gentlemen 
here can suggest something which will be sure of covering cases of 
this kind, I think they ought to come forward and suggest it. Let 
this Convention do something. in this matter which will be efifoctual. 

Mr. Merrill: I am heartily in sympathy with the eflPorts to 
reach this great evil of underground insurance; but it seems to me 
that this proposition is, in one respect, an injurious one. It follows 
very nearly the line of the Massachusetts statute. It suggests the 
making of a law declaring this insurance unlawful, except in com- 
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panies which have complied with certain conditions and then imme- 
diately opens the door to legalize that very class of insurance which 
has been declared unlawful. Bat in Massachusetts it is a condition 
and not a theory, that confronts us. I can name in the city of 
Boston ten firms, amonj? the largest within the city, which are abso- 
lutely, from their location and surroundings, unable to procure in 
the entire line of authorized companies the insurance they desire to 
carry. One dry goods firm last year moved out of their basement, 
which was well provided for their business, their entire stock of 
heavy cloths in their wholesale department, and hired a building at 
additional cost outside of that particular district, because they could 
not get the insurance that they wanted to carry upon that stock iii 
the building which they occupied. ^There are ten or a dozen of 
such firms. Now, those firms did go to the Legislature two years 
ago,' and they snid, "We are absolutely unable, in the entire line of 
authorized companies, American and foreign, to obtain the insurance 
we desire. What are we to do?" Our statute, therefore, which is 
to cover a few such cases as that, has a provision that an insurance 
broker may apply to the Department for a special license, for which 
he pays a special fee, and whenever he finds any one of his custo- 
mers that he is unable to provide with the amount of insurance 
needed or desired to carry in the authorized companies, upon mak- 
ing affidavit to the Department that he has utterly exhausted the 
entire line of authorized companies, he may then be permitted to go 
outside and procure that insurance wherever he can get it. He 
immediately makes a return to the Department of what he has done, 
and an affidavit that he took this outside insurance solely because 
he was unable to procure the insurance that his customer wanted. 
It is an absolute necessity in Massachusetts for just those two firms 
in the city of Boston, that this provision should be in the statute; 
but, guarding it just as carefully as possible and in the line of the 
suggestions of the Committee, we have very little trouble. Under 
that statute the unauthorized companies or the broker has to pay 
four per cent, upon that unauthorized business— double the original 
amount. With that provision in the statute I think we have as little 
trouble with that class of insurance as with any other. I talked 
with the Attorney General a little while ago, and he told me that if 
it was desirable there was no question in his mind but what he 
could go into the United States Court and enjoin any foreign insu- 
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ranee coicpany from transacting insurance business, through the 
mails. The Supreme Court has decided already that if a man goes 
into Massachusetts to inspect a risk, to see whether his company 
will take it or not, that man is an agent for the transaction of that 
business and liable to the penalties of the law; but of course, busi- 
ness which is done through the mail absolutely without any inspec- 
tion and without any agent, we could only reach under the sugges- 
tion of the Attorney General, by going into the United States courts, 
and we have had so little of it that we have not felt compelled to 
resort to that remedy. It seems to be, in the present condition of 
things, absolutely essential that we have some provision for a dozen 
or fifteen firms in the city of Boston, to go outside of the regular 
line, and through the present provision of the statute, quite similar 
to the recommendation of the Committee, we are able to control that 
business and to keep it without any particular amount of fraud get- 
ting into it. 

The President: We have not had any motion in relation to 
the adoption or the rejection of the report. Perhaps it would be 
well to bring it before the Convention in some shape. 

Mr. Hahn: My remarks were simply upon the theory that 
there was no insurance company issuing these policies; that no such 
company existed, that no such company made a report to the de- 
partmentj but that policies were issued in the various States upon 
simply policies printed by agents. I fully agree with the Commis- 
sioner from Massachusetts that firms are unable at all times to get 
suflScient insurance; but this is no insurance, gentlemen. I put the 
case a little stronger. It is not underground insurance. It is a fraud, 
perpetrated on the people. Now, is there no way that the Commis- 
sioners of the States can reach this class of agents? Last month I 
examined a company. I said to them it was an examination or an 
arrest. I found the company had $1,025,000 at risk in the various 
States and not a dollar of assets. The law of Massachusetts in 
reference to brokerage is somewhat different from that which should 
be applied to this case. Major Merrill, nor any other Commissioner 
would authorize a broker to place insurance in that class of com- 
panies. Those are the ones that I am trying to reach. It cannot 
be done, gentlemen of this Convention, unless we have the united 
support of every Commissioner in every State. With your assist- 
ance and your co-operation I am fully satisfied that everv one of 
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these frauds can be stamped out. I do not class the companies that 
are authorized to do business in the diflPerent States that occasion- 
ally take a risk outside by a licensed broker, with these fraudulent 
companies. 

Mr. Vanderpoel: I think the Insurance Commissioner from 
Pennsylvania may be able to give Mr. Hahn a little light on the 
subject. Mr. Hahn asks for co-operation by the different Commis- 
sioners, with a view of squelching these nuisances in the various 
States. The majority of Commissioners are not aware of the exist- 
ence in their States of these firms who are sending policies into 
other States. Mr. Hahn hss just called my attention to a firm in 
New York. I knew there was a firm of that name; but that they 
were sending policies out of the State — policies in mythical com- 
panies, I was not aware. But suppose they are doing it, how can 
you proceed against them in New York State?' They are not violat- 
ing any law of New York. They may be violating the law by using 
the mails for improper purposes, and be liable to prosecution in 
that way. I do not see how you could reach them in New York by 
any existing statutes. The question is how you could frame a 
statute to reach them. 

Mr. Snider: I have not said much, for I presumed the Com- 
missioners were all posted in this matter. Kansas, I believe, is a 
victim of these fraudulent companies more than any other State. 
I have seven losses in the State in which the assured have applied 
to me for relief, Each case was a total loss. I am unable to get 
any reply. One of them was in one of these companies in Ohio and 
others in Virginia. A great many of them were through agents 
here in Chicago. In one of the counties in which there were sev- 
eral of these fires at least a third of the insurance of that county 
is in these underground companies. I have familiarized myself per- 
sonally with the condition in my State, and I feel very confident 
that when our Legislature assembles again that I will get a law 
through in such a way that it will be made a misdemeanor to issue 
this kind of insurance- -for any man to do or assist in it and to cir- 
culate the literature of these companies. I think it will be made a 
misdemeanor for any man, in any shape or manner, to transact this 
kind of business. I have several suits pending in which the defense 
is set up, or the claim made, that they are agents for the assured. 
That is the defense they attempt to make. They are not such agents. 

y 
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Our law is very lame. I want to make it a criminal action here- 
after. That is my idea of reaching them and getting them out of 
the State of Kansas. 

Mr. Giddings: I have an idea that every State in the Union 
has the universal statute of frauds, and if this Convention would 
agree as a Convention of Commissioners to try and see to it that in 
each State the statute of frauds is applied, I think these companies 
might be reached. There is no question that the company that Mr. 
Hahn speaks of can be reached by the statute of frauds. All it 
needs is that we shall agree that we will immediately apply the 
statute of frauds and stamp them out in our own States. I don't 
think there is any question about it. I don't think we need any 
law to meet it. That class of companies come under our statute. 
All it needs is an agreement upon our own part that wherever it 
occurs we will immediately proceed under the statute. There is 
another class of companies that we cannot reach. There is a class 
of companies in West Virginia. There are a few doing business in 
Tennessee. Those companies I do not think we can reach under 
that statute; but this class that Mr. Hahn speaks of there is no 
question about it at all in my mind. 

Mr. Luper: In my opinion this whole question could be solved 
very quickly if they could get the average Legislature to see this 
evil as we see it. At least that has been my experience. We have 
in Pennsylvania a law similar to the one spoken of by Major Mer- 
rill in Massachusetts, except that we do not issue licenses to bro- 
kers to place lines of insurance, but issue them to the citizen, or to 
the person wanting the insurance. We have a great many firms in 
Pennsylvania, as they have in Massachusetts, who, cannot place their 
entire line in authorized companies. In that case they make appli- 
cation to the Insurance Department — the citizen does — but not the 
agent or broker, and a fee of five dollars is paid, whereupon we 
issue the license; but, gentlemen, I do not regard that as Unauthor- 
ized insurance. That is authorized by the laws of our State and 
therefore it becomes legal. The other kind that has been spoken of 
by Commissioner Hahn, of Ohio, is a difficult class to deal with. 
If the company has no existence, as he suggests, and is a fraud 
pure and simple, the only remedy, where they do business thrv:)ugh 
the mail from one state to another, is through the United States 
Court. I had the supreme pleasure of sending a man to the peni- 



85422 



30 PROCEEDINGS. 

teiifciary for two years, in a case of that kind, about a year ago, and 
it has had a very salutary eflPect in our State; but at a recent ses- 
sion of the Legislature we did succeed in getting passed one law in 
Pennsylvania that I think will help us. It is right in the line of 
the law suggested by the gentleman from Kansas. That is, it makes 
it a misdemeanor for a person to constitute himself as an agent of 
unauthorized or fictitious insurance in any way, shape or form. We 
have companies in Pennsylvania, I am ashamed to say it— they are 
officered in Chicago, however — of this fraudulent character. The Co- 
lumbia National Fire Insurance Ccmpaoy, I think it is called, is one 
of them. Now, to show how ingenious these fellows are in the trans- 
action of this business: There was, I think in the year 1867, a com- 
pany organized and incorporated by an act of the Legislature, called 
the Columbia Mutual Fire Insurance Company. It never completed 
its organization. It took out a charter but did not organize and never 
did any business. Now, some gentlemen in Chicago became aware of 
that fact and changed the name. They just changed the word "Mu- 
tual" to "National" and called themselves the Columbia National Fire 
Insurance Company, and they sent literature all over the country, 
advertising this company as having a capital stock of a million dollars, 
assets running up to two million dollars, with a surplus of five or six 
hundred thousand dollars. I have in my office policies, some dozen or 
fifteen, that have been sent to me from western states, inquiring about 
this company. I would write to the people asking them to please be 
quiet, that we would try to get on to it. 

After a while I received a letter frem a gentleman in Chicago 
by the name of AVilliam F. Hnrton, who wrote to me saying that 
he was informed that policies of this company were being circulated 
through the country bearing his signature, but that they were using 
his name without his knowledge at all. I compared the signature 
of his letter with the stamp on the policy and found that they were 
identical. So you see they even got this man's signature — the sig- 
nature of some one who is not a fictitious man, and they took a 
stamp from his signature making a perfect fac-simile of his signa- 
ture. I am free to say to you that I employed the Pinkerton Agency 
in Philadelphia and had them work thirty or forty days at an ex- 
pense of $10 a day to our Department, trying to find this company 
in Philadelphia, or somebody that was working for it. I even had 
the assistance of the postoffice inspector. We could not do it. Now, 
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with respect to this kind of insurance, I am free to confess I cannot 
imagine, and I cannot suggest any law that will reach it. If this 
great nation were one great State then we might reach it at once, 
but where we have these iudividual States and they cross the lines 
the question of court jurisdiction comes in in every case; and I con- 
fess I do not know how we are going to reach it. 

Mr. Harvey: Upon the suggestion made a moment ago I will 
move that the rep'^rfc be adopted. 

The motion was seconded by Mr. Smith, of Maine, and on the 
question being put, the motion unanimously prevailed. 

Mr. Harvey: I desire to say a word on the subject. At the 
Denver meeting of this Convention this matter was discussed, and it 
was stated during the discussion that the Missouri Department had 
made a recommendation some years before followed afterwards by 
Connecticut, and subsequently by one or two of the other States. 
At a subsequent meeting of the Convention the suggestion was 
adopted as a recommendation to the Legislature. I have been look- 
ing through the reports but I have not been able to find the reso- 
lution, but I am confident that it was there. The recommendation 
was that each State should pass a law giving the .Superintendent 
authority to revoke the charter of any company organized in his own 
State, if, upon evidence, he found that that company was doing a 
clandestine business. Now, as to the class of companies that have 
been alluded to, there are many of them ; there are three or four in 
Ohio, we have a company in Connecticut, there are half a dozen in 
West Virginia, and there are one or two iu Indiana — companies that 
were chartered under the laws of those States, such as Mr. Hahn 
stated a while ago, doing no business in Ohio, but doing a clandes- 
tine business outside. Now, if that recommendation which was made 
at Denver can be acted upon, and we can get the Legislature to do 
that much, it will be the use of a tremendous club to knock them 
down. If the Superintendent of Ohio can go right to the court and 
say that the Eclipse, of Cleveland, is doing an unauthorized and 
clandestine business, and if he should say, "I want this charter re- 
voked," and get the court to accept the proposition and get the 
charter out of the way, why he has done that much towards getting 
rid of this underground business, and we shall have done that much 
towards relieving the men that we in Missouri want to protect more 
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than anybody else. They are poor men out in/ the country and we 
wish to protect them. 

Mr. Luper: I think there is a great deal in the line of Com- 
missioner Hahn's recommendation of co-operation among the Insur- 
ance Commissioners. I think, for instance, if any Commissioner 
of any of the States becomes aware of the fact that any Penn- 
sylvania company is doing an illegal business in his State and will 
notify me of it, although I might not be able to do anything, it 
would give me information that J would like to have, and it might 
help me very much. 

Mr. Hahn: That would furnish the Commissioner the evidence to 
oust the company from doing business anywhere. In other words, 
we would have evidence to bring before the court to take way the 
charter rights of the company. If the Commissioner of Kansas, or 
the Commissioner from Missouri, will furnish me with th§ losses that 
these companies have sustained in their States and that they have 
refused to pay, I then will have the evidence in my possession to 
furnish the Attorney General to oust these companies and deprive 
them of their charter rights. That was my idea in introducing this 
matter, so that we might familiarize ourselves with the whole busi- 
ness, and in that way get, as I have stated before,- the evidence in 
our possession, and with that, it seems to me, we ought to be able 
to reach these cases. I hope that som© one, or some Commissioner, 
will furnish me with the evidence that I have asked ' for in reference 
to these Ohio companies, and I will guarantee to you that before the 
next meeting of this Convention not one of these companies will have 
a charter in Ohio to do any of this kind of business. 

Mr. Snider: I think the law of Kansas is broad enough for 
me to act on that line. I would shut out any company or, take its 
charter from it that was doing an illicit business in another State; 
and I will inform my brother from Ohio that I will furnish him all 
the evidence that he wants on the Washington Union. 

Mr. Hahn: That company now is in the hands of a receiver 
The receiver has made his report and he did not find a dollar of 
assets. 

Mr. Luper: Suppose a company goes on whether it has assets 
or not, and by due process of law the charter is revoked and it still 
goes on and does a business — a little matter of a charter does not 
amount to anything to those fellows. 
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Mr. Duke: Mr. Luper said that he had notified the United 
States government authorities and postal authorities of this business. 
I found when I took possession of the office in Indianapolis that 
there were probably more insurance companies doing business in 
Indiana than in any State of the Union. I opened up a black list 
and got out a circular of all the insurance companies and I sent out 
the list to the agents. I enclosed that with the penalty for agents 
soliciting business for unauthorized companies. At the last Begisla- 
ture I got a law introduced prohibiting both local and foreign com- 
panies from doing business unless they made a statement to the 
Department, also that each agent require a license, and where they 
failed • to pay the losses in sixty days, the company's charter should 
be revoked. I also had a bill introduced prohibiting- agents that 
were not residents of the State to write business upon property located 
in the State. I want to say that Indiana is now as clear of fraudulent 
companies as any State in the Union. 

Mr. Harvey: The question was asked a moment ago by some 
gentleman what a receiver was for in case a company had no assets. 
A receiver* may get hold of a lot of blanks and those blanks may 
represent some value as waste paper, and he sells them under an 
order of the court, and turns in the money which he receives if it is not 
more than a few dollars. Some unscrupulous fellow is furnished with 
a ream or two of policy blanks, and nine or ten years afterwards he 
wants to go into the business of insurance on independent lines, and 
he uses those blanks. We have within two or three months in Mis- 
souri come upon two or three policies upon a company which was 
dead two or three years ago, issued by some of these infernal hounds 
that are going around the country. 

The President: We were upon the point of acting upon Ihe 
adoption of the report. 

The Chairman then put the question on the motion to adopt 
the report, which unanimously prevailed. 

The Chairman: I took the liberty last evening of inviting a 
gentleman to the Convention who perhaps is well known to most of 
you. He is the manager in Chicago of the American Fire Insur- 
ance Company, of Philadelphia. I have no doubt that you all feel 
as I dd, and will be glad to see and hear from him. I present to 
you, gentlemen. Major Charles E. Bliven. 
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Major Bliven: I am somewhat surprised at being called upon, 
because I did not expect to have the privileges of the floor, which 
you so kindly offer me, but feel a great deal of interest in your 
proceedings, having been brought in contact, in the western States, 
with the personnel of several of your conventions, and have tried to 
get acquainted with each one; but, like the changes of the kaleido- 
scope,^ every time the political field turns over I find a new face. 
In my contact with the Insurance Commissioners I have always 
found them willing to conserve the interests that they have in 
charge. Much of the prejudice that exists against insurance mana- 
gers and the business has been largely removed by these conven- 
tions and the meetings between the Commissioners and the managers 
of the various companies. 

There are some practical things in the insurance business which 
I sometimes think, to use a homely phrase, you do not quite "catch 
on" to. 

This underground feature, which you have been discussing this 
morning, is the bane of the insurance business, because it discredits 
the solvent companies which furnish reliable indemnity. You can- 
not legislate to prevent a crime; but can only punish the criminal. 
You do not seem to reach those who encourage underground insur- 
ance — the people who buy the policies. But for the fact that these 
frauds are enabled to sell a piece of paper, and get money for it, 
they could not exist. A part of the punishment which you strive to 
inflict on this class of so-called underwriters should be placed on 
the men who buy the policies. 

A simpler remedy would be a tax upon the premium which the 
many people pay for this class of so-called insurance, and which 
would, if they were obliged to pay it, soon put the insurers upon 
their inquiry as to the class of companies of which they were buy- 
ing insurance. 

As to legitimate insurance companies, I doubt if any class of 
business organizations so promptly complies with the laws, pays its 
losses or obligations, and yet you do not seem to be able to protect 
them against illegitimate insurance. 

The remedy suggested here to-day, and which you have been 
discussing, will not help the great mass of the people. Instead of 
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granting to the few special permits, a better way would be to ask 
them to divide their property as to location, then they could easily 
get enough insurance and save the State itself from this great loss 
of property value, which occurs when such large amounts of prop- 
erty is massed in the one location. 

There is another feature in regard to these fraud companies. 
For one, I do not believe that they have any so-called chartered 
rights. I have yet to see a charter granted to a business organiza- 
tion. There is a certificate issued by a State officer which shows 
that they have entered int-^ a business arrangement or partnership. 
That is all there is to it. They are simply individual associations 
and one of these days you will wake up to the fact that whatever 
rights they may have are as individual citizens, and you will have 
no law reaching them other than that which reaches every other 
individual citizen. This is rather a radical notion, but the courts 
are tending that way very rapidly. A late decision of the Supreme 
Court is to the effect that the statute which requires a company to 
waive its right to transfer a sait to the United States is void. This 
is an individual citizen's right. It must be the same where there 
is an aggregation of individual citizens. 

Some of the statistics which you furnish us — or rather you do 
not furnish us— are valuable and invaluable. In some of the States 
you do not give the amount of losses incurred, hence do not enable 
us to show the difference between the amount of loss incurred and 
the amount of loss paid, which would show how baseless is the 
prejudice against the companies, because it is alleged that they do 
not pay their losses promptly. Statistics can be produced which 
will be sufficient evidence that on an average, in the western States, 
in the business of which I have had more or less to do, not the 
amount of one week's losses remain unpaid at the end of the year. 

Another feature is the ratio of percentage of expense you allow 
to the companies. In two of the largest States, in the amount of 
premiums but 30 per cent, is allowed, while the average ratio of 
expense of thirty-two years has been 34.46— an increase from 28.86 in 
1860 to 36.60 in 1891, or 7.74. In this State it would make a differ- 
ence of eight and one-half millions in the apparent profit of the com- 
panies during that time. This is very misleading to those who use 
your official reports, and it seems to me that it would be only equit- 
able to the companies if you would agree upon an average ratio. 
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A quick test as to the solvency of the companies, or their 
method of doing business, would be to make a comparison between 
their average ratio and the aggregate average rate of all the compa- 
nies doing business in any State. In the case of two notable fail- 
ures of companies the last year, a comparison of their rates with the 
average rate received by all the companies in a given State shows 
that they wrote their business about 25 per cent, below the average 
rate received, and paid a rate of commission about 25 per cent, more 
than other companies, thus burning the candle at both ends. As a 
consequence, they went out of business. 

It is a curious fact that the amount of liabilities carried by 
insurance companies equals the taxable valuation of real property in 
the United States. This is true for the last three or four decades, 
as shown by the census reports. We are paying a ceitain percent- 
age of loss on that amount every year. This year the amount of real 
estate valuation is about twenty thousand millions of dollars. Three 
hundred and fifty-one companies carry about fifteen thousand and 
five hundred millions of risk, and the companies not reported offi- 
cially would more than make up the difference, hence the fire loss 
will this year approximate two hundred millions of dollars. 

While the ratio of losses to premiums does not, on the average, 
materially change, whether the rate be high or low, the ratio of loss 
to amount at risk does change. Even the slight change of 1-10 of 1 
per cent, will make or lose the dividend of most companies. Take for 
example a company having $300,000,000 at risk, an increase of 1-10 of 
1 per cent, loss on this amount would be $300,000, equal to the divi- 
dend of 6 per cent, upon the capital of the largest company in this 
country. If we attempt to advance the rate to meet this change, we 
are simply criticised as being corporations and trusts and all that 
sort of thing, as if we should not have the right to use our individ- 
ual and aggregate experience in this matter. 

I hope some day that you will reach an average rate of taxa- 
tion. Every town in the State is authorized under the law to levy 
an occupation tax. It amounts in the aggregate to a straight tax 
upon the net premiums, less losses, of about 2 per cent., which seems 
to be fair. In other States, 4 per cent, upon the gross premiums which 
is unfair, because when losses and expenses are paid it has reached 
over 200 per cent, on the net premium. It is not an easy matter to 
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manage the expenses of the business, when it is subject to such bur- 
dens, and we are looking to you very earnestly to conserve our 
interests as well as the interests of the public, hence we think your 
attention ought to be directed to uniform taxation, uniform ratio of 
expenses and uniform fees. There should be no taxes except thos6 
that are paid into the State treasury; and to give you an idea of 
how much that amounts to I may state that in a State represented 
upon this floor, since the corner stone of its State House was laid, 
insurance companies have paid, through the Insurance Department 
of that State, more money in the way of fees and taxes than it cost 
to build the State House. 

The President: Which State was that? 

Mu. Bliven: Michigan. I made the comparison. Another fact 
is that as a rule the insurance companies pay during any one year to 
individual citizens of a State, in the aggregate, more money than the 
people of the State pay into the State treasury for the support of their 
State government. You see, therefore, how earnestly we look to you 
to conserve our interests, and take from us as many burdens as you 
consistently can. I am satisfied that the companies desire to comply 
with every statute promptly and fairly, and while they are doing 
that they want you to relieve them, not only of unjust taxation and 
expense ratio and excessive fees, but also of this iniquitous and 
illegitimate competition by fraudulent companies and upon which 
you lay none of these burdens. 

We are in your hands, to protect our interests and conserve the 
interests of the people at the same time, as I believe you are 
anxious to do, and I am sure that insurance companies gener&Uy 
will hail any action you may take in that direction with the greatest 
pleasure. 

The Secretary read the report on the place of meeting and oflS- 
cers as follows: 

President — James F. Pierce, New York. 

Vice Presideni — B. K. Durfee, Illinois. 

Secretary — J. J. Brinkerhoff, Illinois. 

Executive Committee— Qeoege B. Luper, Pennsylvania; George 
S. Merrill, Massachusetts, and John C. Linehan, New Hampshire. 

Place of Meeting — Thousand Islands, St. Lawrence County, New 
York. 

Time of Meeting — September, 1894. 
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The question was put on the adoption of the report, which was 
carried, and the time was fixed as the first week in September, 1894. 

Mb. Durfee: Mr. President and gentlemen of the Convention, 
in the absence of Mr. Pierce, I presume that it devolves upon me 
to thank you heartily for your kindness in conferring this honor 
upon me, and upon the Slate of Illinois. 

The President stated that as the chairman of the Committee on 
Standard Policies, he was not ready to report, and an extension of 
time was granted. 

Mr. Harvey: I have forgotten who composed the Committee 
on Blanks, except I know that Mr. McEwen, of Ohio, was the chair- 
man of that Committee, aud I expected to hear from him. As far 
as I know I am the only member of the Committee here. I have 
nothing to report. I do not know whether any gentleman of the 
Convention has thought anything of it to have any suggestion to 
offer on the subject. Generally the blanks which are in use are 
now uniform and they cover all cases except for the accident bus- 
iness. 

Mr. Brinkerhoff: My name appears as Chairman of that 
Committee in the published proceedings of last year, but owing to 
the interruption of my connection with the Illinois Department, the 
subjecii was dropped by me, and I understand that the President 
substituted some one in my place as Chairman of that Committee. 
Who that was I am unable to say. 

The Chairman: I made no change on that Committee. 

Mr. Brinkerhoff: On resuming my connection with the Insur- 
ance Department the time wa^i too short to take the matter up and 
give it proper consideration. On behalf of that Committee I would 
therefore move that the time for asking a report be extended another 
year. 

The motion was duly seconded and prevailed. 

The Chairman: Is there any further business to come before 
the Convention? If there is not, a motion to adjourn will be in 
order. 

On motion of Mr. Smith, of Minnesota, the Convention adjourned 
sine die. 
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